THE ATTORNEY GENERAL
OF TEXAS

AUsSTIN 11, TEXAS

ATTORNEY GENERAIL

February 3, 1939

Hon. R. L. Daniel, Chairman’
Board of Insurence Commissioners
Iand Office Bullding

Austin, Texas

Dear Sir: ' : ' Opinion No. 0-222
: ' : Re: Whether the Board of Insura.nce ,
Commissionere should have Joint
oontrol over sums of money in
exceas of $60,000.00 of a
I.loyd.s Insurance Co. -

Your latter of January 21+th, 1939 to this d.epartment, whemin
Jou agk a question with respect to the joint control of the Board ‘of
Insurance Camissioners and the Attorney-In-Fact of a Lloyds Insurance
Company, has heen rererred to the vriter for attention. ‘

In order tha.t the basis for your queation -and the ansver herein
glven might be better understood by all affected by this opinion, we Bet
ont the ;pertinent pu-ts of your letter, which are aa follows:

““Artisle 5017 provides that before an atiorney~in-fact
can be licensed for underwritera at's Lloyds, a deposit
of at least $60,000 in cash, or convertibls, admissable
securities sha.ll ‘be put up on contributed, and that no
attorney-in-fact shall be licensed to transact more than
one kind of business under this Chapter, unless the net
asgets, ag defined, belongling to such underwriters at
Lloydse, shall be as much as $10,000 additional for each
additional kind of lnsurance designated in the application
for license. Article 5017e provides for the jJoint control
by the atiomey-in-fact for the:umderwritere and the
Board of Imsurance Commissiloners of the aggsets of the
organization.

The ENGLISE AMERICAN LIDYDS of San Antonio has here-
tofore placed $60,000 under joint control of the Board
of Insurance Cammissioners and the attorney-in-fact for
paid compeny. Said organization now desires to contribute
$10,000 more to 1ts assets and wishes to be licemsed to
write an additional line of insurance. However, they
are taking the position that this additional $10,000,
over and above the. $60,000 previonsly placed under joint
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comtrol, is not reqiired +to Ye umder the Joint
ocontrol of the Board of Insurance Commissioners and the
attorney-~in-fact.

Since the statute ia not quite clear as to vhat
1t means the question which arises ls: why should the con-
tribution of the additional $10,000 be connidered at all
if the Board hes no control over it? We will ask you to
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$10,000, over and above the $60,000 now under joint control,
vhich the company now desires to place In its assets for a
permit to write one additional line should also be placed
under the Joint control of the Board of Insurence Commissioners
and the attorney-in-fast for the organization, or is it
sufficlient for the underwriters to show thet they have this.
additional $10,000 in the hands of the attorney-in-facti™

The queation sublmittedinvolveas not only a construction
of Articles 5017-50l7e of our statutes, but requires that we sacertain
the leglalative Intent in the passage of all the articles incorporated
in Chapter 19, Revised (Qlvil Statutes of Texas of 1925. . :

Article 5017 reads as follows:

“No attorney shall be licensed for the yndervriters .. ..
at a Lloyd’s under this chapter unless the net assets,
Including the guaranty find contributed to the attorney, .- ..
a camittee of mdervriters, trustees or other officers - -
a8 provided for in the articles of agreement, shall be. - .-~
at least sixty thousand dollars in cash, or convertible,
akpissdle gecurities; mor shall any attorney be licemsed
for any underwriters at a Lloyd's to transact more than
one kind of business as defined in the third articls of
this chapter, wunless the net assets, as they are herein
defined belongling to such underwriters at Lloyd's, shall
be as much as ten thousand dollars additiomal for each
additional kind of insurance designated In the application
for license.”

Article 5017e is the only article of our statutes providing
for and establishd.ng Joint control over funds of & Lloyd's and reads:

"The assets of underwriters at a Lloyd's to the
extent of the minimum required under the provisions of
this chapter shall be sutmltted to end subjected to the
Joint control of the attorney-in-fact for such underwriters
and the Board of Insurance Camissioners, in some manner
patisfectory to the Board, so that the same may not be
withdrawn or diverted, or expended, except with the
approval of the Board and the purposes provided for in
this chapter. Such mnderwrlters, however, shall be
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entitled to the intereast or incame acerning from such
property or securitles as may be placed under the Joint
control of such attorney in fact end the Board as and when

the same is payable. Provided, however, in lieu of such
Joint control any attorney in fact at a Lloyd's now doing
business in this State may gilve dond in the sum of twenty-
flive thousand dollars for the safe keeping of asseta, to

be released only on approval of the Board of Insurance
Conmissioners, and in such form and with co-operate surety

as shall be approved by the Board of Insurance Comissioners.”

It will be noted that such Joint control is provided for "to

the extent of the minimm under the provisions of this chepter.” The -
minimum established by Article S017 is $60,000, but to what type of com-
peny 1s the minimm of $60,000 applicable? ' The very language in Article
5017 makes it ¢lear that such minimmm of $60,000 is applicable to a com-
pany limited to writing one kind or line of insurance. Before it ocan be
licensed to write an additional line of insurance, it must be shown that
the attomey-in-fact has in his possession an additional net sum of $10,000
over end above the $60,000 required to write ome line of insurance. ‘Thus,
if a company id to write two lines of insurence, the minimm reguired before
8 llcense can Ye issued by the Board of Insurence Comisgioners, is 370,000.
If three lines are to be written, the admissible assets including the ‘

ty fund, mmst total $80,000. This increase of assets in amomts of
glo,ooo per line continues until every kind or line of insurance enmmerated
in, and not otherwise prohibited by Article 5015, may be writ'ben In ea.oh
of these cases the emovnt of minimm reguired is limited end ccrntrol.‘lad.
golely by the number of lines of msara.nce to be written,

) The very purpose of the Legislature, in providing joint sontrol
ol the assets of such company, was manifestly to create a safeguard, by
vhich the assets so contributed regardless of the smounts thereof, could be
held weoure for the beneflt of the pollicyholders. In carrying out such
purpose, they provided by Article 501Te, for Joint control to the extent
of the minimm estadlished.

It 1s, therefore, the opinion of this department, and you are
so advised that the $10,000.00 over and above the $60,000.00, now under
Joint control, which the ENGIISE AMERICAR IIOYDS of San Antmio proposes
to contribute for the purpose of securing a license to write another
line of insurance, must be placed under the Joint control of the- a.ttomey-
in-fact and the Board of Insurence Commissloners.

Trusting that thies answers your inguiry, we are

APPROVED: Yowrs very truly
/8/ Gerald C. Mamnn ATTORNEY GENERAL OF TEXAS
ATTORNEY GENERAL OF TEXAS By /s/ Lloyd Armstrong

' Apglstant
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